3402-00

AIR QUALITY PERMIT

Issued To: Rocky Mountain Ethanol, LLC Permit #3402-00
490 N. 31* St. Application Complete: 09/29/05
Billings, MT 59101 Preliminary Determination Issued: 10/03/05

Department Decision Issued: 11/03/05
Permit Final: 11/19/05
AFS #003-0033

An air quality permit, with conditions, is hereby granted to Rocky Mountain Ethanol, LLC
(RME), pursuant to Sections 75-2-204 and 211, Montana Code Annotated (MCA), as amended,
and Administrative Rules of Montana (ARM) 17.8.740, et seq., as amended, for the following:

Section I:

A.

Section II:

A.

Permitted Facilities
Permitted Equipment

RME’s proposed facility is a fuel-grade ethanol production plant. The new facility
will be a corn and barley dry mill plant designed for up to 80 million gallons per year
(MMG/yr) of ethanol production. By-products will include carbon dioxide and
Distillers Dried Grains and Solubles (DDGS) animal feed. A complete list of
permitted equipment for the ethanol production facility is contained in the permit
analysis.

Plant Location

RME submitted Permit Application #3402-00 to construct a fuel-grade ethanol
production facility near Hardin, Montana, in the SW% of Section 12, Township 1
South, Range 33 East, Big Horn County, Montana.

Conditions and Limitations
General Plant Requirements

1. RME may not cause or authorize to be discharged into the outdoor
atmosphere from any source installed after November 23, 1968, emissions
that exhibit an opacity of 20% or greater averaged over six consecutive
minutes (ARM 17.8.304).

2. RME may not cause or authorize the production, handling, transportation, or
storage of any material unless reasonable precautions are taken to control
emissions of airborne particulate matter. Such emissions shall not exhibit an
opacity of 20% or greater averaged over six consecutive minutes (ARM
17.8.308).

3. RME may not cause or authorize the use of any street, road, or parking lot
without taking reasonable precautions, such as flushing paved sources with
water, to control emissions of airborne particulate matter (ARM 17.8.308).

4. RME shall treat all unpaved portions of the haul roads, access roads, parking lots,
or general plant area with water and/or chemical dust suppressant as necessary to
maintain compliance with the reasonable precautions limitation in Section 11.A.3
(ARM 17.8.749).
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B.

Individual Conditions for Sources:

1.

Fermentation Process

a. RME shall install, operate, and maintain a wet scrubber to control Volatile Organic
Compounds (VOC) emissions on the fermentation process (ARM 17.8.752).

b. VOC emissions shall be 95% controlled by the wet scrubber for VOC
concentrations greater than 200 ppm; or if inlet concentration is less than 200 ppm
of VOC, then VOC emissions shall not exceed 20 ppm (ARM 17.8.752).

Grain Handling

a. RME shall install, operate, and maintain a baghouse on the grain handling system
(ARM 17.8.752).

b. Emissions may not exhibit an opacity of 20% or greater averaged over six
consecutive minutes (ARM 17.8.304).

c. PM/PM,, emissions from the baghouse may not exceed 0.004 grains/dry standard
cubic foot (gr/dscf) (ARM 17.8.752).

d. RME shall conduct an initial EPA Method 9 opacity test on the grain handling
system to comply with the 20% opacity limitation contained in Section II.B.2.b
with 365 days after initial source start up (ARM 17.8.105 and ARM 17.8.749).

e. All compliance source tests must be conducted in accordance with the Montana
Source Test Protocol and Procedures Manual (ARM 17.8.749 and ARM 17.8.106).

Distillation

a. RME shall install, operate, and maintain a wet scrubber on the distillation process
(ARM 17.8.752).

b. VOC emissions shall be 95% controlled by the wet scrubber for VOC
concentrations greater than 200 ppm; if inlet concentration is less than 200 ppm of
VOC, then VOC emissions shall not exceed 20 ppm (ARM 17.8.752).

DDGS Dryer and Cooler

RME shall route emissions from the DDGS dryer and the DDGS cooler to the fluidized
bed boiler for use as combustion air (ARM 17.8.752).

Coal Handling

a.

RME shall install, operate, and maintain a baghouse on the coal handling system
prior to being fed to the boiler (ARM 17.8.752).

PM/PM,, emissions from the baghouse that controls the coal handling system
shall not exceed 0.01 gr/dscf (ARM 17.8.752).

RME shall use mist spraying during receiving of coal (ARM 17.8.752).
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Truck Traffic

a.

b.

RME shall pave plant roads to limit PM/PM;, emissions from vehicle traffic
(ARM 17.8.752).

RME shall not have vehicle traffic between midnight and 4:00 am to control
PM/PM,, emissions from vehicle traffic (ARM 17.8.752).

Pulverized Coal (PC)-Fired Coal Boiler and Fluidized Bed Combustor (FBC)

a.

RME shall install, operate, and maintain a baghouse on the PC-fired boiler and
fluidized bed combustor (ARM 17.8.752).

PM/PM;, emissions from the boilers shall not exceed the following (ARM
17.8.752):

i. From the PC-fired boiler: 0.015 1b/MMBtu
ii. From the FBC: 0.026 1b/MMBtu

VOC emissions shall not exceed 0.0034 1b/MMBtu on the coal-fired boilers
(ARM 17.8.752).

NO, emissions from the boilers shall not exceed the following (ARM 17.8.749):

1. From the PC-fired boiler: 0.15 Ib/MMBtu
1. From the FBC: 0.1 Ib/MMBtu

RME shall install Selective Non-Catalytic Reduction (SNCR) with overfire air
and ammonia injection to control NOy on the PC-fired boiler and the FBC (ARM
17.8.752).

CO emissions from the boilers shall not exceed the following (ARM 17.8.752):

1. From the PC-fired boiler: 0.14 Ib/MMBtu
1. From the FBC: 0.11 Ib/MMBtu

SO, emissions from the boilers shall not exceed the following (ARM 17.8.752):

1. From the PC-fired boiler: 0.13 Ib/MMBtu
ii. From the FBC: 0.09 1b/MMBtu

RME shall install a spray drying system and a baghouse to control SO, emissions
from the PC-fired boiler and the FBC (ARM 17.8.752).

Natural Gas Boilers

a.

VOC emissions may not exceed 0.0054 1b/MMBtu on the natural gas boilers
(ARM 17.8.752).

RME shall limit PM/PM;, emissions from the natural gas boilers to less than
0.0075 Ib/MMBtu (ARM 17.8.752).

RME shall install Low NO, burners to control NO, emissions on the natural gas
boiler (ARM 17.8.752).
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10.

11.

12.

d.  Total NOy emissions from the natural gas boilers shall not exceed 0.05
1b/MMBtu (ARM 17.8.752).

e. RME shall use good combustion practices to maintain CO emissions from the
natural gas boilers to less than 0.084 Ib/MMBtu (ARM 17.8.752).

f. All compliance source tests must be conducted in accordance with the Montana
Source Test Protocol and Procedures Manual (ARM 17.8.106).

Diesel Generator

a. RME shall limit hours of the generator to 500 hours/year (ARM 17.8.752).

b.  PM/PM,, emissions from the diesel generator shall not exceed 0.0007 1b/hp-hr
(ARM 17.8.752).

c.  NOy emissions from the emergency generator shall not exceed 0.013 lb/hp-hr
(ARM 17.8.752).

Cooling Towers

RME shall install, operate, and maintain cellular mist eliminators on the cooling towers
that limit total PM;, emissions to no more than 0.005% of circulating water flow (ARM
17.8.752).

Ethanol Loadout to Trucks and Railcars and Fugitive Sources (i.e. valves, flanges,
umps

RME shall install, operate, and maintain a flare to control VOC emissions on the
ethanol loadout system (ARM 17.8.752).

Storage Tanks

RME shall install, operate, and maintain the following tanks with internal floating roofs
that meets the standards specified in 40 CFR Part 60, Subpart Kb-Standards of
Performance for Volatile Organic Liquid Storage Vessels (ARM 17.8.752, ARM
17.8.3340, and 40 CFR Part 60, Subpart Kb):

Denaturant Tank
Denaturant Ethanol Tank 1
Denaturant Ethanol Tank 2
Shift Tank 1

Shift Tank 2

C.  Testing Requirements

1.

Compliance with the PM/PM; limits for the grain handling system and the
hammermilling process shall be determined by an initial performance source test
conducted within 60 days of achieving the maximum production rate at which the
affected facility will be operated buy not later than 180 days after initial startup. After
the initial source test, testing shall continue on an every five-year basis or according to
another testing/monitoring schedule as may be approved by the Department (ARM
17.8.105, ARM 17.8.749).
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Compliance with the PM/PM; emission limits for the PC-fired boiler/FBC, shall be
determined by an initial performance source test conducted within 60 days of achieving
the maximum production rate at which the affected facility will be operated but not later
than 180 days after initial startup. After the initial source test, testing shall continue on
an annual basis or according to another testing/monitoring schedule as may be approved
by the Department (ARM 17.8.105, ARM 17.8.749, ARM 17.8.752).

Compliance with the VOC emission limits for the PC-fired boiler/FBC, shall be
determined by an initial performance source test conducted within 60 days of achieving
the maximum production rate at which the affected facility will be operated but not later
than 180 days after initial startup. After the initial source test, testing shall continue on
an annual basis or according to another testing/monitoring schedule as may be approved
by the Department (ARM 17.8.105, ARM 17.8.749, ARM 17.8.752).

Compliance with the NO, emission limits for the PC-fired boiler/FBC, shall be
determined by an initial performance source test conducted within 60 days of achieving
the maximum production rate at which the affected facility will be operated but not later
than 180 days after initial startup. After the initial source test, testing shall continue on
an annual basis or according to another testing/monitoring schedule as may be approved
by the Department (ARM 17.8.105, ARM 17.8.749, ARM 17.8.752).

Compliance with the CO emission limits for the PC-fired boiler/FBC, shall be determined
by an initial performance source test conducted within 60 days of achieving the
maximum production rate at which the affected facility will be operated but not later than
180 days after initial startup. After the initial source test, testing shall continue on an
annual basis or according to another testing/monitoring schedule as may be approved by
the Department (ARM 17.8.105, ARM 17.8.749, ARM 17.8.752).

Compliance with the SO, emission limits for the PC-fired boiler/FBC, shall be
determined by an initial performance source test conducted within 60 days of achieving
the maximum production rate at which the affected facility will be operated but not later
than 180 days after initial startup. After the initial source test, testing shall continue on
an annual basis or according to another testing/monitoring schedule as may be approved
by the Department (ARM 17.8.105, ARM 17.8.749, ARM 17.8.752).

Compliance with the VOC emission limits for the natural gas-fired boilers, shall be
determined by an initial performance source test conducted within 60 days of achieving
the maximum production rate at which the affected facility will be operated but not later
than 180 days after initial startup. After the initial source test, testing shall continue on
an annual basis or according to another testing/monitoring schedule as may be approved
by the Department (ARM 17.8.105, ARM 17.8.749).

Compliance with the NO, emission limits for the natural gas-fired boilers, shall be
determined by an initial performance source test conducted within 60 days of achieving
the maximum production rate at which the affected facility will be operated but not later
than 180 days after initial startup. After the initial source test, testing shall continue on
an annual or according to another testing/monitoring schedule as may be approved by the
Department (ARM 17.8.105, ARM 17.8.749).

Compliance with the VOC emission limits for the ethanol loadout, shall be determined by
an initial performance source test conducted within 60 days of achieving the maximum
production rate at which the affected facility will be operated but not later than 180 days
after initial startup. After the initial source test, testing shall continue annually or
according to another testing/monitoring schedule as may be approved by the Department
(ARM 17.8.105, ARM 17.8.749, 40 CFR Part 60, Subpart Db).
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10.

11.

12.

13.

14.

15.

16.

17.

Compliance with the VOC emission limits for the distillation process, shall be determined
by an initial performance source test conducted within 60 days of achieving the
maximum production rate at which the affected facility will be operated but not later than
180 days after initial startup. After the initial source test, testing shall continue on an
every five-year basis or according to another testing/monitoring schedule as may be
approved by the Department (ARM 17.8.105, ARM 17.8.749).

Compliance with the PM/PM,, emission limits for the coal handling baghouse, shall be
determined by an initial performance source test conducted within 60 days of achieving
the maximum production rate at which the affected facility will be operated but not later
than 180 days after initial startup. After the initial source test, testing shall continue on
an every five-year basis or according to another testing/monitoring schedule as may be
approved by the Department (ARM 17.8.105, ARM 17.8.749).

Compliance with the VOC emission limits for the flare, shall be determined by an initial

performance source test conducted within 60 days of achieving the maximum production
rate at which the affected facility will be operated but not later than 180 days after initial
startup. After the initial source test, testing shall continue on an every five-year basis or

according to another testing/monitoring schedule as may be approved by the Department
(ARM 17.8.105, ARM 17.8.749).

RME shall meet all compliance and performance test methods and procedures, emission
monitoring, and reporting and recordkeeping requirements as specified in 40 CFR 60,
Subpart Db, Standards of Performance for Industrial Commercial — Institutional Steam
Generating Units (ARM 17.8.340, and 40 CFR Part 60, Subpart Db).

RME shall meet all compliance and performance test methods and procedures, emission
monitoring, and reporting and recordkeeping requirements as specified in 40 CFR 60,
Subpart Dc, Standards of Performance for Small Industrial, Commercial, and Institutional
Steam Generating Units (ARM 17.8.340 and 40 CFR Part 60, Subpart Dc).

RME shall comply with the testing procedures, reporting and recordkeeping, and
monitoring of operation requirements for these sources as specified in 40 CFR Part 60,
NSPS, Subpart Kb - Standards of Performance for Volatile Organic Liquid Storage
Vessels (ARM 17.8.340 and 40 CFR Part 60, Subpart Kb).

All compliance source tests shall conform to the requirements of the Montana Source
Test Protocol and Procedures Manual (ARM 17.8.106).

The Department may require further testing (ARM 17.8.105).

Operational Reporting and Recordkeeping Requirements:

1.

RME shall supply the Department with annual production information for all emission
points, as required by the Department, in the annual emission inventory request. The
request will include, but is not limited to, all sources of emissions identified in the
emission inventory contained in the permit analysis and sources identified in Section I of
the permit analysis.

Production information shall be gathered on a calendar-year basis and submitted to the
Department by the date required in the emission inventory request. Information shall be
in units as required by the Department. This information may be used to calculate
operating fees, based on actual emissions from the facility, and/or to verify compliance
with permit limitations (ARM 17.8.505).

6 Final: 11/19/05



3402-00

RME shall notify the Department of any construction or improvement project conducted
pursuant to ARM 17.8.745 that would include a change in control equipment, stack height,
stack diameter, stack flow, stack gas temperature, source location, or fuel specifications, or
would result in an increase in source capacity above its permitted operation or the addition
of a new emission unit. The notice must be submitted to the Department, in writing, 10
days prior to start up or use of the proposed de minimis change, or as soon as reasonably
practicable in the event of an unanticipated circumstance causing the de minimis change,
and must include the information requested in ARM 17.8.745(1)(d) (ARM 17.8.745).

All records compiled in accordance with this permit must be maintained by RME as a
permanent business record for at least five years following the date of the measurement,
must be available for inspection by the Department, and must be submitted to the
Department upon request (ARM 17.8.749).

CEMS Monitoring Requirements

1.

RME shall install, calibrate, maintain, and operate and maintain a CEMS for the
following:

a. A CEMS for the measurement of SO, shall be operated on the PC-fired
boiler/FBC stack (ARM 17.8.749 and 40 CFR 60, Subparts Db and Dc).

b. A CEMS for the measurement of NO; shall be operated on the PC-fired
boiler/FBC stack (ARM 17.8.749 and 40 CFR 60, Subparts Db and Dc).

c. A COMS for the measurement of opacity shall be operated on the PC-fired
boiler/FBC stack (ARM 17.8.749 and 40 CFR 60, Subparts Db and Dc).

All continuous monitors required by this permit and by 40 CFR Part 60 shall be operated,
excess emissions reported, and performance test conducted in accordance with the
requirements of 40 CFR Part 60, Subpart A; 40 CFR Part 60, Subpart Db; 40 CFR 60,
Appendix B (Performance Specification #1, #2, and #3) (ARM 17.8.749).

On-going quality assurance requirements for the gas CEMS must conform to 40 CFR
Part 60, Appendix F (ARM 17.8.749).

RME shall maintain a file of all measurements from the CEMS, and performance testing
measurements; all CEMS performance evaluations; all CEMS or monitoring device
calibration checks and audits; and adjustments and maintenance performed on these
systems or devices, recorded in a permanent form suitable for inspection. The file shall
be retained on site for at least five years following the date of such measurements and
reports. RME shall supply these records to the Department upon request (ARM
17.8.749).

RME shall maintain a file of all measurements from the COMS, and performance testing
measurements; all COMS performance evaluations; all COMS or monitoring device
calibration checks and audits; and adjustments and maintenance performed on these
systems or devices, recorded in a permanent form suitable for inspection. The file shall
be retained on site for at least five years following the date of such measurements and
reports. RME shall supply these records to the Department upon request (ARM
17.8.749).
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E.

Notification:

1.  RME shall provide the Department with written notification of the following dates
within the specified time periods (ARM 17.8.749):

a. Commencement of construction of the PC-fired boiler/FBC within 30 days after
commencement of construction;

b.  Anticipated start-up date of the PC-fired boiler/FBC, postmarked not more than
60 days nor less than 30 days prior to start up;

b.  Actual start-up date of the PC-fired boiler/FBC, postmarked within 15 days after
the actual start-up date;

c. Commencement of construction of the natural gas-fired boilers within 30 days
after commencement of construction;

d.  Anticipated start-up date of the natural gas-fired boilers, postmarked not more
than 60 days nor less than 30 days prior to start-up; and

e. Actual start-up date of the natural gas-fired boilers, postmarked within 15 days
after the actual start-up date.

2. RME shall supply the Department with the final overall plot plan showing the location,
dimensions, and heights of the structures at the facility, within 15 days of completing
the final plot plan. If the final plot plan varies significantly from the preliminary plot
plan, RME may have to apply for a modification to Permit #3402-00 (ARM 17.8.749).

Section III: General Conditions

3402-00

A.

Inspection — RME shall allow the Department’s representatives access to the source at all
reasonable times for the purpose of making inspections or surveys, collecting samples,
obtaining data, auditing any monitoring equipment (CEMS, CERMS) or observing any
monitoring or testing, and otherwise conducting all necessary functions related to this permit.

Waiver — The permit and the terms, conditions, and matters stated herein shall be deemed
accepted if RME fails to appeal as indicated below.

Compliance with Statutes and Regulations — Nothing in this permit shall be construed as
relieving RME of the responsibility for complying with any applicable federal or Montana
statute, rule, or standard, except as specifically provided in ARM 17.8.740, et seq. (ARM
17.8.756).

Enforcement — Violations of limitations, conditions and requirements contained herein may
constitute grounds for permit revocation, penalties or other enforcement action as specified in
Section 75-2-401, et seq., MCA.

Appeals — Any person or persons jointly or severally adversely affected by the Department’s
decision may request, within 15 days after the Department renders its decision, upon affidavit
setting forth the grounds, therefore, a hearing before the Board of Environmental Review
(Board). A hearing shall be held under the provisions of the Montana Administrative
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Procedures Act. The filing of a request for a hearing does not stay the Department’s decision,
unless the Board issues a stay upon receipt of a petition and a finding that a stay is
appropriate under Section 75-2-211(11)(b), MCA. The issuance of a stay on a permit by the
Board postpones the effective date of the Department’s decision until conclusion of the
hearing and issuance of a final decision by the Board. If a stay is not issued by the Board, the
Department’s decision on the application is final 16 days after the Department’s decision is
made.

Permit Inspection — As required by ARM 17.8.755, Inspection of Permit, a copy of the air
quality permit shall be made available for inspection by the Department at the location of the
source.

Permit Fee — Pursuant to Section 75-2-220, MCA, as amended by the 1991 Legislature,
failure to pay the annual operation fee by RME may be grounds for revocation of this permit,
as required by that section and rules adopted thereunder by the Board.

Construction Commencement — Construction must begin within 18 months of permit issuance
and proceed with due diligence until the project is complete or the permit shall be revoked
(ARM 17.8.762).
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Permit Analysis
Rocky Mountain Ethanol, LLC
Permit #3402-00

L Introduction/Process Description

A.

3402-00

Permitted Equipment

Rocky Mountain Ethanol, LLC (RME) proposed to construct and operate a fuel-grade ethanol
production facility near Hardin, Montana, in the SW'4 of Section 12, Township 1 South,
Range 33 East, Big Horn County, Montana. The following equipment is permitted for this
facility:

ID#  Emission Point

EUO1 Grain Receiving Baghouse

EUO02 Grain Handling

EU03 Hammer Mill Process

EU0O4 Hammer Mill Process

EUO5 Fermentation/Distillation Process
EU06 Emergency Generator

EUO07 Pulverized Coal (PC) Boiler/Fluidized Bed Combustor (FBC)
EUO8 Distillers Dried Grains and Solubles (DDGS) Handling
EU09 Ethanol Loadout Flare (trucks)
EU10 Ethanol Loadout (railcar)

EUI11 Vent Gas Process

EU12 Auxiliary Boilers

EU13 Coal Handling Baghouse

TKO1 Shift Tank 1

TKO2 Shift Tank 2

TKO3 Denaturant Tank

TKO04 Denatured Ethanol Tank 1

TKOS5 Denatured Ethanol Tank 2

FSO01 Uncaptured Grain

FS02 DDGS Storage Building

FS03  Uncaptured DDGS

FS04 Equipment Leaks

FS05  Truck Traffic

FS06 Cooling Towers

FS07 Coal Handling Fugitives

FS08 Limestone Handling Fugitives
FS09 Fly Ash Loadout Fugitives

Source Description

Emission sources at RME will include grain handling and processing, coal handling and
processing, fermentation, distillation, drying, coal and natural gas and fuel oil combustion
(burned in the PC-boiler, the fluidized bed combustor, auxiliary boilers, emergency
generator), liquid storage tanks, and fugitive emissions.

The basis for production of ethanol is to convert cornstarch to sugars and then convert the
sugars to ethanol. The facility is proposing to receive corn and barley by truck and rail. The

corn will be stored in two storage silos and the barley in one prior to processing. The grain
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II.

3402-00

will be ground by hammermilling and conveyed to the process area. Water will then be
added to the milled corn to create a slurry. The slurry will be cooked, liquefacted with
enzymes, and the resultant mash cooled. The mash will be mixed with yeast and more
enzymes in a fermenter. After adequate fermentation, the resultant liquid (beer) will contain
10%-15% ethanol by weight. The beer will distill in a distillation process; the resultant
product is 95% ethanol and 5% water (190-proof) and whole stillage consisting of solids and
water. Using molecular sieves, the remaining 5% water will be removed from the product
resulting in 100% ethanol (200-proof). The product will then be combined with 5% natural
gasoline and sold as near 200-proof denatured ethanol.

The denatured ethanol will be shipped via tanker truck and rail car. The whole stillage will
be centrifuged to remove the water. The water will be evaporated until a syrup remains. The
syrup will be combined with the centrifuged wet spent grain and dried in a hot air fired dryer.
The dried spent grain will then be conveyed by a cooling conveyor to be stored in an
enclosed storage building. The resulting saleable spent grain by-product is sold as DDGS.
The DDGS will then be loaded into trucks and railcars for distribution.

Heat for the DDGS dryers will come from a non-contact heat exchanger that utilizes the
thermal energy from the FBC exhaust to heat ambient air. The heated air (non-exhaust) will
be routed through the dryers and cooler and then will be routed through the hot gas heater as
combustion air, thus allowing for thermal oxidation of the process emissions from the drying
operation. The FBC exhaust will combine with a 310 MMBtu coal boiler exhaust after both
streams have gone through Selective Non-Catalytic Reduction (SNCR). This combined
stream will then go through a spray dryer and baghouse prior to leaving the stack.

Applicable Rules and Regulations

The following are partial explanations of some applicable rules and regulations that apply to the
facility. The complete rules are stated in the Administrative Rules of Montana (ARM) and are
available upon request from the Department of Environmental Quality (Department). Upon
request, the Department will provide references for locations of complete copies of all applicable
rules and regulations or copies where appropriate.

A. ARM 17.8, Subchapter 1, General Provisions, including, but not limited to:

1. ARM 17.8.101 Definitions. This rule is a list of applicable definitions used in this
chapter, unless indicated otherwise in a specific subchapter.

2. ARM 17.8.105 Testing Requirements. Any person or persons responsible for the
emission of any air contaminant into the outdoor atmosphere shall, upon written
request of the Department, provide the facilities and necessary equipment, including
instruments and sensing devices, and shall conduct tests, emission or ambient, for such
periods of time as may be necessary using methods approved by the Department. The
Department determined that initial testing is necessary for the grain handling and
hammermilling baghouses; the PC-fired boiler/FBC; the natural gas-fired boilers; the
ethanol loadout; and the coal-handling baghouse, and that every year testing is required
for the PC-boiler and the natural gas boilers.

3. ARM 17.8.106 Source Testing Protocol. The requirements of this rule apply to any
emission source testing conducted by the Department, any source, or other entity as
required by any rule in this chapter, or any permit or order issued pursuant to this
chapter, or the provisions of the Clean Air Act of Montana, 75-2-101, et seq., Montana
Code Annotated (MCA).
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RME shall comply with all requirements contained in the Montana Source Test
Protocol and Procedures Manual including, but not limited to, using the proper test
methods and supplying the required reports. A copy of the Montana Source Test
Protocol and Procedures Manual is available from the Department upon request.

ARM 17.8.110 Malfunctions. (2) The Department must be notified promptly by
telephone whenever a malfunction occurs that can be expected to create emissions in
excess of any applicable emission limitation, or to continue for a period greater than 4
hours.

ARM 17.8.111 Circumvention. (1) No person shall cause or permit the installation or
use of any device or any means that, without resulting in reduction in the total amount
of air contaminant emitted, conceals or dilutes an emission of air contaminant that
would otherwise violate an air pollution control regulation. (2) No equipment that may
produce emissions shall be operated or maintained in such a manner that a public
nuisance is created.

ARM 17.8, Subchapter 2, Ambient Air Quality, including, but not limited to:

Nk W=

ARM 17.8.210 Ambient Air Quality Standards for Sulfur Dioxide

ARM 17.8.211 Ambient Air Quality Standards for Nitrogen Dioxide

ARM 17.8.212 Ambient Air Quality Standards for Carbon Monoxide
ARM 17.8.213 Ambient Air Quality Standard for Ozone

ARM 17.8.220 Ambient Air Quality Standard for Settled Particulate Matter
ARM 17.8.221 Ambient Air Quality Standard for Visibility

ARM 17.8.223 Ambient Air Quality Standard for PM,,

RME must maintain compliance with the applicable ambient air quality standards.

ARM 17.8, Subchapter 3, Emission Standards, including, but not limited to:

1.

ARM 17.8.304 Visible Air Contaminants. This rule requires that no person may cause
or authorize emissions to be discharged into the outdoor atmosphere from any source
installed after November 23, 1968, that exhibit an opacity of 20% or greater averaged
over six consecutive minutes.

ARM 17.8.308 Particulate Matter - Airborne. (1) This rule requires an opacity
limitation of 20% for all fugitive emission sources and that reasonable precautions be
taken to control emissions of airborne particulate. (2) Under this rule, RME shall not
cause or authorize the use of any street, road, or parking lot without taking reasonable
precautions to control emissions of airborne particulate matter.

ARM 17.8.309 Particulate Matter - Fuel Burning Equipment. This rule requires that no
person shall cause, allow, or permit to be discharged into the atmosphere particulate
matter caused by the combustion of fuel in excess of the amount determined by this
section.

ARM 17.8.310 Particulate Matter - Industrial Processes. This rule requires that no
person shall cause, allow, or permit to be discharged into the atmosphere particulate
matter in excess of the amount set forth in this section.

ARM 17.8.322 Sulfur Oxide Emissions - Sulfur in Fuel. Commencing July 1, 1971, no
person shall burn any gaseous fuel containing sulfur compounds in excess of 50 grains
per 100 cubic feet of gaseous fuel, calculated as hydrogen sulfide at standard
conditions.
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ARM 17.8.324 Hydrocarbon Emissions- Petroleum Products. No person shall load or
permit the loading of gasoline into any stationary tank with a capacity of 250 gallons or
more from any tank truck or trailer, except through a permanent submerged fill pipe,
unless such tank is equipped with a vapor loss control device as described in (1) of this
rule. This rule applies to the gasoline storage tank, but 40 CFR 60, Subpart Kb is more
stringent and supersedes this rule.

ARM 17.8.340 Standard of Performance for New Stationary Sources. The owner or
operator of any stationary source or modification, as defined and applied in 40 CFR
Part 60, shall comply with the standards and provisions of 40 CFR Part 60.

40 CFR 60, Subpart D - Standards of Performance for Fossil Fuel Fired Steam
Generators applies to the natural gas boilers because it has a heat input capacity greater
than 100 MMBtu/hr, are fired with a fossil fuel, and produces steam. Although the
DDGS Dryer also has a heat input capacity greater than 100 MMBtu/hr and is fired
with a fossil fuel, it does not produce steam; therefore, it is excluded from Subpart D.

40 CFR 60, Subpart Db - Standards of Performance for Industrial Commercial-
Institutional Steam Generating Units applies to the coal boiler because it has a heat
input capacity greater than 100 MMBtu/hr. Although the DDGS Dryer also has a heat
input capacity greater than 100 MMBtu/hr, it is excluded from Subpart Db according to
an EPA memo dated November 17, 1992. The memo states that, “Subparts Db and Dc
do not apply to process dryers or kilns,” of which the DDGS Dryer is a process dryer.

40 CFR 60, Subpart Dc — Standards of Performance for Small Industrial, Commercial,
and Institutional Steam Generating Units applies to the two natural gas boilers and the
fluidized bed combustor since the total heat input to each piece of equipment is
between 10 and 100 MMBtu/hr. Only the coal burning fluidized bed combustor is
subject to limitations in Subpart Dc. The other equipment is not subject to limitations
because they will burn natural gas only. This equipment will, however, be subject to
the monitoring and recordkeeping requirements identified in NSPS Subpart Dc.

40 CFR 60, Subpart Kb - Standards of Performance for Volatile Organic Liquid
Storage Vessels applies to the two 200-proof ethanol tanks, the denaturant tank, and the
two denatured ethanol tanks because they each have a storage capacity greater than 151

cubic meters and contain VOCs with a maximum true vapor pressure greater than 3.5
kiloPascals (kPa).

40 CFR 60, Subpart DD - Standards of Performance for Grain Elevators does not apply
to the RME facility. Subpart DD applies only to grain terminal elevators or grain
storage elevators, both of which are defined in part by storage capacity. RME’s grain
storage units are sized well below the defined threshold capacities.

40 CFR 60, Subpart VV - Standards of Performance for Equipment Leaks of VOC in
the Synthetic Organic Chemicals Manufacturing Industry applies to this facility
because the facility produces ethanol (a listed chemical) as a final product and operates
equipment (i.e., pumps, compressors, pressure relief devices, sampling connection
systems, open-ended valves or lines, valves, and flanges) that contains or contacts
process fluids that are at least 10% VOC by weight.
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40 CFR 60, Subpart NNN - Standards of Performance for Volatile Organic Compounds
Emissions from Synthetic Organic Chemical Manufacturing Industry (SOCMI)
Distillation Operations does not apply to the RME facility. The facility is not subject
because it manufactures ethanol using biomass rather than a synthetic process.

40 CFR 60, Subpart RRR - VOC Emissions from SOCMI Reactor Processes does not
apply to the RME facility. The facility is not subject because it manufactures ethanol
using biomass rather than a synthetic process.

8. ARM 17.8.342 Emission Standards for Hazardous Air Pollutants for Source
Categories. This rule incorporates, by reference, 40 CFR Part 63, NESHAP for Source
Categories. Since the emissions of Hazardous Air Pollutants (HAPs) from the RME
facility are less than 10 tons per year for any individual HAP and less than 25 tons per
year for all HAPs combined, the RME facility is not subject to the provisions of 40
CFR Part 63.

D. ARM 17.8, Subchapter 4, Stack Height and Dispersion Techniques, including, but not limited
to:

1. ARM 17.8.401 Definitions. This rule includes a list of definitions used in this chapter,
unless indicated otherwise in a specific subchapter.

2. ARM 17.8.402 Requirements. RME must demonstrate compliance with the ambient air
quality standards with a stack height that does not exceed Good Engineering Practices
(GEP). RME demonstrated, through the air quality modeling and downwash review,
that the new stack heights are consistent with GEP.

E.  ARM 17.8, Subchapter 5, Air Quality Permit Application, Operation and Open Burning Fees,
including, but not limited to:

1. ARM 17.8.504 Air Quality Permit Application Fees. This rule requires that an
applicant submit an air quality permit application fee concurrent with the submittal of
an air quality permit application. A permit application is incomplete until the proper
application fee is paid to the Department. RME submitted the appropriate permit
application fee for the current permit action.

2. ARM 17.8.505 Air Quality Operation Fees. An annual air quality operation fee must,
as a condition of continued operation, be submitted to the Department by each source
of air contaminants holding an air quality permit, excluding an open burning permit,
issued by the Department. The air quality operation fee is based on the actual or
estimated actual amount of air pollutants emitted during the previous calendar year.

The annual assessment and collection of the air quality operation fee, as described
above, shall take place on a calendar-year basis. The Department may insert into any
final permit issued after the effective date of these rules such conditions as may be
necessary to require the payment of an air quality operation fee on a calendar-year
basis, including provisions which pro-rate the required fee amount.

F. ARM 17.8, Subchapter 7, Permit, Construction and Operation of Air Contaminant Sources,
including, but not limited to:

1.  ARM 17.8.740 Definitions. This rule is a list of applicable definitions used in this
chapter, unless indicated otherwise in a specific subchapter.
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10.

11.

ARM 17.8.743 Montana Air Quality Permits--When Required. This rule requires a
person to obtain an air quality permit or permit alteration to construct, alter or use any
air contaminant sources that have the Potential to Emit (PTE) greater than 25 tons per
year of any pollutant. RME has the PTE more than 25 tons per year of particulate
matter (PM), particulate matter with an aerodynamic diameter of less than 10 microns
(PM,p), oxides of nitrogen (NOy), carbon monoxide (CO) sulfur dioxide (SOy) and
Volatile Organic Compounds (VOC:s); therefore, a permit is required.

ARM 17.8.744 Montana Air Quality Permits--General Exclusions. This rule identifies
the activities that are not subject to the Montana Air Quality Permit program.

ARM 17.8.745 Montana Air Quality Permits—FExclusion for De Minimis Changes.
This rule identifies the de minimis changes at permitted facilities that do not require a
permit under the Montana Air Quality Permit Program.

ARM 17.8.748 New or Modified Emitting Units--Permit Application Requirements.

(1) This rule requires that a permit application be submitted prior to installation,
alteration or use of a source. RME submitted the required permit application for the
current permit action. (7) This rule requires that the applicant notify the public by
means of legal publication in a newspaper of general circulation in the area affected by
the application for a permit. RME submitted an affidavit of publication of public
notice for the September 29, 2005, issue of the Billings Gazette, a newspaper of general
circulation in the Town of Billings in Yellowstone County, as proof of compliance with
the public notice requirements.

ARM 17.8.749 Conditions for Issuance or Denial of Permit. This rule requires that the
permits issued by the Department must authorize the construction and operation of the
facility or emitting unit subject to the conditions in the permit and the requirements of
this subchapter. This rule also requires that the permit must contain any conditions
necessary to assure compliance with the Federal Clean Air Act (FCAA), the Clean Air
Act of Montana, and rules adopted under those acts.

ARM 17.8.752 Emission Control Requirements. This rule requires a source to install
the maximum air pollution control capability that is technically practicable and
economically feasible, except that BACT shall be utilized. The required BACT
analysis is included in Section III of this permit analysis.

ARM 17.8.755 Inspection of Permit. This rule requires that air quality permits shall be
made available for inspection by the Department at the location of the source.

ARM 17.8.756 Compliance with Other Requirements. This rule states that nothing in
the permit shall be construed as relieving RME of the responsibility for complying with
any applicable federal or Montana statute, rule, or standard, except as specifically
provided in ARM 17.8.740, et seq.

ARM 17.8.759 Review of Permit Applications. This rule describes the Department’s
responsibilities for processing permit applications and making permit decisions on
those permit applications that do not require the preparation of an environmental
impact statement.

ARM 17.8.762 Duration of Permit. An air quality permit shall be valid until revoked
or modified, as provided in this subchapter, except that a permit issued prior to
construction of a new or altered source may contain a condition providing that the
permit will expire unless construction is commenced within the time specified in the
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H.

12.

13.

14.

permit, which in no event may be less than one year after the permit is issued.

ARM 17.8.763 Revocation of Permit. An air quality permit may be revoked upon
written request of the permittee, or for violations of any requirement of the Clean Air
Act of Montana, rules adopted under the Clean Air Act of Montana, the FCAA, rules
adopted under the FCAA, or any applicable requirement contained in the Montana
State Implementation Plan (SIP).

ARM 17.8.764 Administrative Amendment to Permit. An air quality permit may be
amended for changes in any applicable rules and standards adopted by the Board of
Environmental Review (Board) or changed conditions of operation at a source or stack
that do not result in an increase of emissions as a result of those changed conditions.
The owner or operator of a facility may not increase the facility’s emissions beyond
permit limits unless the increase meets the criteria in ARM 17.8.745 for a de minimis
change not requiring a permit, or unless the owner or operator applies for and receives
another permit in accordance with ARM 17.8.748, ARM 17.8.749, ARM 17.8.752,
ARM 17.8.755, and ARM 17.8.756, and with all applicable requirements in ARM Title
17, Chapter 8, Subchapters 8, 9, and 10.

ARM 17.8.765 Transfer of Permit. This rule states that an air quality permit may be
transferred from one person to another if written notice of Intent to Transfer, including
the names of the transferor and the transferee, is sent to the Department.

ARM 17.8, Subchapter 8, Prevention of Significant Deterioration of Air Quality, including,
but not limited to:

1.

ARM 17.8.801 Definitions. This rule is a list of applicable definitions used in this
subchapter.

ARM 17.8.818 Review of Major Stationary Sources and Major Modification--Source
Applicability and Exemptions. The requirements contained in ARM 17.8.819 through
ARM 17.8.827 shall apply to any major stationary source and any major modification
with respect to each pollutant subject to regulation under the FCAA that it would emit,
except as this subchapter would otherwise allow.

Because the RME facility is a chemical processing plant of more than 250 MMBtu/hr
heat input, it is considered a “listed” source. As a listed source, the major source
threshold under the Prevention of Significant Deterioration (PSD) regulations is
lowered from 250 tons per year to 100 tons per year. The RME ethanol production
facility is defined as a "major stationary source" because it is a listed source (chemical
processing plant) with the PTE more than 100 tons per year of PM, PM,o, NOy, SO,,
VOCs, and CO.

ARM 17.8, Subchapter 12 - Operating Permit Program Applicability, including, but not limited

to:

1.

ARM 17.8.1201 Definitions. (23) Major Source under Section 7412 of the FCAA is
defined as any stationary source having:

a.

b.

PTE > 100 tons/year of any pollutant;

PTE > 10 tons/year of any one HAP, PTE > 25 tons/year of a combination of all
HAPs, or lesser quantity as the Department may establish by rule; or
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c. PTE > 70 tons/year of PMy, in a serious PM,, nonattainment area.

2. ARM 17.8.1204 Air Quality Operating Permit Program Applicability. Title V of the
FCAA Amendments of 1990 requires that all sources, as defined in ARM 17.8.1204(1),
obtain a Title V Operating Permit. In reviewing and issuing Air Quality Permit #3402-00
for RME, the following conclusions were made:

a. The facility’s PTE is greater than 100 tons/year for several criteria pollutants.

b. The facility’s PTE is less than 10 tons/year of any one HAP and less than 25
tons/year of all HAPs.

c. This facility is not located in a serious PM o nonattainment area.

d. This facility is subject to several current NSPS standards (40 CFR 60, Subparts Db,
Dc, Kb, and VV).

e. This facility is not subject to a current NESHAP standard.
f. This facility is not a Title IV affected source.
g. This facility is not an EPA designated Title V source.

Based on the above information, the RME facility is a major source for Title V and, thus,
a Title V Operating Permit is required.

BACT Determination

A Best Available Control Technology (BACT) determination is required for each new or altered
source. RME shall install on the emissions sources the maximum air pollution control capability
that is technically practicable and economically feasible, except that BACT shall be utilized. A
BA